COMMITTEE ON LEGISLATIVE RESEARCH
OVERSIGHT DIVISION

FISCAL NOTE
L.R. No.: 5183-01
Bill No.: SB 669
Subject: General Assembly; Judges; Retirement - State
Type: Original
Date: February 10, 2012
Bill Summary: Modifies the retirement benefit plans for judges, statewide elected officials

and members of the general assembly who first take office on or after
January 1, 2013.

FISCAL SUMMARY

ESTIMATED NET EFFECT ON GENERAL REVENUE FUND

FUND AFFECTED FY 2013 FY 2014 FY 2015
General Revenue ($11,973,269) ($12,217,209) ($10,491,808)
Total Estimated

Net Effect on

General Revenue

Fund ($11,973,269) ($12,217,209) ($10,491,808)

ESTIMATED NET EFFECT ON OTHER STATE FUNDS

FUND AFFECTED FY 2013 FY 2014 FY 2015
Other State Funds ($11,973,269) ($12,355,842) ($10,491,808)
Total Estimated

Net Effect on Other

State Funds ($11,973,269) ($12,355,842) ($10,491,808)

Numbers within parentheses: () indicate costs or losses.
This fiscal note contains 8 pages.
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ESTIMATED NET EFFECT ON FEDERAL FUNDS

FUND AFFECTED FY 2013 FY 2014 FY 2015
Total Estimated

Net Effect on All

Federal Funds $0 $0 $0

ESTIMATED NET EFFECT ON FULL TIME EQUIVALENT (FTE)

FUND AFFECTED FY 2013 FY 2014 FY 2015
Total Estimated

Net Effect on

FTE 0 0 0

X Estimated Total Net Effect on All funds expected to exceed $100,000 savings or (cost).

O Estimated Net Effect on General Revenue Fund expected to exceed $100,000 (cost).

ESTIMATED NET EFFECT ON LOCAL FUNDS

FUND AFFECTED FY 2013 FY 2014

FY 2015

Local Government $0 $0

$0
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FISCAL ANALYSIS

ASSUMPTION

The Joint Committee on Public Retirement indicates that this legislation does represent a
“substantial proposed change” in future plan benefits as defined in Section 105.660(5).
Therefore, an actuarial cost statement as defined in Section 105.665 must be provided prior to
final action on this legislation by either legislative body or committee thereof.

Pursuant to Section 105.670, this actuarial cost statement must be filed with 1) the Chief Clerk of
the Missouri House of Representatives, 2) the Secretary of the Senate and 3) the Joint Committee
on Public Employee Retirement as public information for at least (5) legislative days before final
passage of the bill.

An actuarial cost statement for this legislation has not been filed with the Joint Committee on
Public Employee Retirement. It would be impossible to accurate determine the fiscal impact of
this proposed legislation without the actuarial cost statement prepared in accordance with Section
105.665, RSMo.

Officials from the State Treasurer’s Office, Secretary of State’s Office, Missouri Senate,
Missouri House of Representatives and State Auditor’s Office assume no fiscal impact to
their agency.

Officials from the Governor’s Office assume there should be no added cost to their office as a
result of this measure.

Officials from the Missouri State Employees’ Retirement System (MOSERS) assume the
proposed legislation described in Fiscal Note. 5183-01 (SB 669) would, if enacted, eliminate the
defined benefit retirement plan for members of the general assembly, statewide elected officials
and judges who first take office on or after January 1, 2013; however, such members would be
eligible to participate in a separate retirement arrangement under the deferred compensation plan
administered by MOSERS. As proposed, such member’s yearly contribution would be matched
by the state up to 5% of the member’s annual salary.

Benefits for general employees, legislators, and statewide elected officials are funded under the
Missouri State Employees’ Plan (MSEP). The proposed elimination of benefits for new
legislators and statewide elected officials who first take office on or after January 1, 2013, has no
effect MOSERS’ current benefit obligation or current employer contributions for the active
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ASSUMPTION (continued)

members presently covered under the MSEP; however, the long-term effect of the proposed
changes is a decrease in the employer normal cost of approximately 0.05% of MOSERS’ total
payroll, or approximately 0.03%, if the external 5% defined contribution rate is considered. For
purposes of the deferred compensation plan, we have assumed that the eligible members will
receive the maximum employer match of 5% of salary, and that the employer match is 100%
vested.
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ASSUMPTION (continued)

Projected Change in Annual MSEP
Employer Contributions

L eexhiors and Elected Offenk
Prjecind rCommie to
Fdecion
Fosr 13 Dee

Frml Vi Faveld Eaxrel Befare edl 1 [ After Pepoed Chanes

iear| Pejecmd Prlild ek | Fam Delar | Chpeer | DBDolar DSFaw' DCDelar DCRare®™ Tors Dollar  Rare®
1000 81.575,569.506 | 8 LET.5M0506( 2 Q

0m LET 5N | LED,TIEIEE 190,51 530

OB 1L9MBL6E | LMBMBTOIT| 38,9550 M4wde BLES06ET (% 4TSI % IELESTeS| MMM E 1NN I0Pd T IELEL. 0| M4md
W LOEAGIE | L4ME64| IHIB00TS( L0MY 305 TII4E ITM66 | 3@ IISI0| 150 73 I0RY  I0S43NT| L0SY
01| L1OeTeOo | LISEETIALE TINS5 L4 IMOEI1D e | IMIe0E01| 1537 Ine I0RY IMIT|OD| 1S3y
08 LIS SL4 | L3 WI100E SEEE0306| M8 315159 44TE | IM,HOITE| MM L5004 I0Pd 313085180 M38d
Or LISLSITHD | LIN&E6479( LOGHIS0SE]( BE%Y 30E511M] BA4E | NA901T| B4y 340,33 I0EY WER.TY| Bk
0 1AW EMIE | LISET3M| LY00653E( BXeq 31088430 RENE | 3BEm400E B0y 38,54 I0PY 110Is0EI| BomY
0B L4 IS | LOOMISLI| LISTITEQLD( IERd 313246 SGEEOT | ILLI4ERE| LR 43, 167 I0BY  I1LIETE6S| DL
0 ISE6BEI | LOILOIOS44( LSS EISSE( I0SY IS TILIE 68 | IWBLE06| LI 48,909 I0RY 314990514 11T
0| 16 D05H IR LTREEMI| 1198  800TTH TIROET | 3I,B3lle| 1150°¢ 456,417 0B IIEINE3| lleBd
10X 17301300 ET, 0060 | LOMETIE| ILERd 3T 06Q9H BQTE | 3065361 115 S 980 S0Ed 3ILIN0MI) 1S

“0E ol Tain! Oorteiition R ae e o e group OF Fepell.
“IC Ootrbition R s e gn T Rayel Srfubes Legiciahee s i Secher O omis oy

Benefits for judges are funded under a separate plan known as the Judicial Plan. The proposed
elimination of benefits for new judges who first take office on or after January 1, 2013, has no

effect on the current benefit obligation but has a material impact on current employer
contributions for the active members currently covered under the Judicial Plan.

Projected Change in Annual Judicial Plan
Employer Contributions
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ASSUMPTION (continued)

Closing the Judicial Plan to new hires will lead to decreasing active member payroll over time.
The amortization of the unfunded actuarial liability as a level percent of the declining
closed group active member payroll is materially higher than the 30 vear open
amortization in the current plan. This leads to a large increase in contributions early on,
followed by future decreases. The long-term expectation is that the Judicial Plan will reach
100% funded when the last active members retire and require no additional contributions.
Under this proposal, the state would not begin recognizing savings until 2021. For purposes
of the deferred compensation plan, we have assumed that the eligible members will receive the
maximum employer match of 5% of salary, and that the employer match is 100% vested.

Closing the Judicial Plan to new hires will eventually result in the plan covering only retirees and
beneficiaries. A closed plan of retirees and beneficiaries may require a different investment
policy weighted more to fixed income investments. Such a policy is likely to yield a lower rate of
return than the current assumed 8.5% and therefore may result in additional contributions to
accommodate lower earnings expectations.
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FISCAL IMPACT - State Government

GENERAL REVENUE

Savings - Net decrease in annual
contributions

Cost - Net increase in annual
contributions - Judicial Plan

ESTIMATED NET EFFECT ON
GENERAL REVENUE

OTHER STATE FUNDS

Savings - Net decrease in annual
contributions

Cost - Net increase in annual
contributions - Judicial Plan

ESTIMATED NET EFFECT ON
OTHER STATE FUNDS

FISCAL IMPACT - Local Government

FISCAL IMPACT - Small Business

FY 2013
(10 Mo.)

$19,797

($11,973,269)

FY 2014

$138,633

($12,355,842)

FY 2015

$182,120

($10,673,928)

($11,953.472)

$19,797

($11,973,269)

(812,217,209)

$138,633

($12,355,842)

($10,491.808)

$182,120

($10,673,928)

($11,953.472)

FY 2013
(10 Mo.)

(4

(812,217,209)

FY 2014

(4

($10,491.808)

FY 2015

(4

No direct fiscal impact to small businesses would be expected as a result of this proposal.
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FISCAL DESCRIPTION

The proposed legislation modifies the retirement plans for judges, statewide elected officials and
members of the General Assembly who first take office on or after January 1, 2013.

This legislation is not federally mandated, would not duplicate any other program and would not
require additional capital improvements or rental space.

SOURCES OF INFORMATION

Joint Committee on Public Employee Retirement
Missouri State Employees’ Retirement System
Governor’s Office

State Auditor’s Office

State Treasurer’s Office

Secretary of State’s Office

Missouri House of Representatives

Missouri Senate
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